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August 29, 2008

Board of Directors
Campello Bancorp
The Community Bank, a Massachusetts Cooperative Bank
1265 Belmont Street

Brockton, Massachusetts 02301

Members of the Boards of Directors:

We have completed all'ld hereby provide an updated appraisal of the estimated pro forma
market value of the common stock which is to be offered in connection with the plan of stock
issuance described below, This Appraisal Update (the “Update”) is furnished pursuant to the
requirements of 563b.7 and has been prepared in accordance with the "Guidelines for Appraisal
Reports for the Valuation of Savings and Loan Associations Converting from Mutual to Stock
Form of Organization” of the Office of Thrift Supervision ("OTS") and applicable interpretations
thereof. Such Valuation Guidelines are relied upon by the Federal Deposit Insurance
Corporation (*FDIC"} and the Massachusetts Division of Banks (the "Division”) in the absence of
separate written valuation guidelines.

Qur Original Appralsal report, dated June 30, 2008 (the “Original Appraisal”) is
incorporated herein by reference As in the preparation of cur Original Appraisal, we believe the
data and information used hereun is reliable; however, we cannot guarantee the accuracy and
completeness of such |nformatlon

This updated appralsal reflects the following noteworthy items: (1) a review of recent
developments in Campello Bancorps financial condition, including financial data through July
31, 2008; (2) an updated companson of Campello Bancorps financial condition and operatlng
results versus the Peer Group companies identified in the Qriginal Appraisal; and (3) a review of
stock market conditions smce]the date of the Original Appraisal. The Update also corrects the
description of the Bank's charter to a Massachusetts cooperative bank and, as such, insurance
of deposits above FDIC mammums is provided by the Share Insurance Fund of the Cooperative
Central Bank. In addition, the update clarifies the correct name of the existing mutual holding
company is Campello Bancorp while the name of the newly chartered Maryland corporation is
Campello Bancorp, Inc.

Plan of Conversion and Reorqanization

Campello Bancorp (the ‘Company”}, was organized in 1994, concurrent with the
reorganization of The Commumty Bank, a Massachusetts Cooperative Bank (the “Bank") from a
state-chartered mutual cooperative bank into a mutual holding company structure ("MHC").
conjunction with the reorgamzatton the Company was formed and concurrently owns all the
capital stock of the Bank. No stock was issued publicly pursuant to the reorganization. The
Bank transferred a smail pomon of its retained earnings to the Company for its initial

Washington Headquarters
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capitalization. At the same time, the Bank converted to a state-chartered stock cooperative
hank with the Company owning all of its outstanding stock. The Company is a bank holding
company and conducts its opérations primarily through the Bank.

The Board of Directors of the Company adopted a plan of conversion and reorganization
on April 17, 2008 which was|amended June 19, 2008 {the “Plan"}. Pursuant to the Plan, the
Company will convert from the mutuat holding company form of organization to the stock form
and will sell shares of common stock to the public in a stock offering. The conversion (the
“Conversion”) will be accompllshed under the laws of the Commonwealth of Massachusetts and
the regulations of the Division and the FDIC, and other applicable laws and regulations. As part
of the Conversion, the Company the mutual holding company parent of the Bank will be
merged into the Bank and the mutual holding company will no longer exist. The Company, a
Massachusetts corporation, whuch owns 100% of the Bank, will be succeeded by a new
Maryland corporation with the name Campello Bancorp, Inc. (hereinafter “CBI"). When the
conversion is completed, all of the capital stock of the Bank will be owned by CBI, the newly
formed Maryland-chartered holding company, and all of the common stock of CBI will be owned
by public stockholders.

Pursuant to the plan of conversion and reorganization, CBI will retain up to 50% of the
net proceeds raised in the offering and downstream to the Bank the remaining net proceeds.
The funds downstreamed to the Bank will be includable as Tier 1 capital for regulatory capital
purposes. Immediately afteq consummation of the conversion and reorganization, it is not
anticipated that CBI will engage in any business aclivity other than ownership of the Bank
subsidiary, extending the !oan to the Bank's newly formed employee stock ownership plan
("ESOP") and investment of stock proceeds that are retained by CBI. It is anticipated that the
shares will be offered in alsubscription offering to the Bank's Eligible Account Holders,
Supplemental Eiigible Account Holders, Employee Stock Ownership Plan, and Employees,
Officers and Trustees of the Bank and the Company and Corporators of the Company. To the
extent that shares remain avallable for purchase after satisfaction of all subscriptions received in
the subscription offering, the shares may be offered for sale in a community offering.

Concurrent with the Conversion, the Bank will form a charitable foundation called The
Community Bank Foundation (the "Foundation™). The Foundation will be funded with a
contribution equal to 5% of the stock sold in the Conversion based on the IPO price of $10.00
per share, consisting of 95% c;ommon stock and 5% cash.

Limiting Factors and Considerations

Qur valuation is not intended and must not be construed, as a recommendation of any
kind as to the advisability of purchasmg shares of the common stock. Mereover, because such
valuation is necessarily based upon estimates and projections of a number of matters, all of
which are subject to change from time to time, no assurance can be given that persons who
purchase shares of common stock in the conversion will thereafter be able to buy or sell such
shares at prices related to the foregomg valuation of the pro forma market value thereof.

RP Financial's valuatiob was determined based on the financial condition and operations
of the Company as of July 31,12008, the date of the supplemental financial data included in the
regulatory applications and prospectus.

RP Financial is not a seller of securities within the meaning of any federal and state
securities laws and any report prepared by RP Financial shall not be used as an offer or
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solicitation with respect to the purchase or sale of any securities. RP Financial maintains a
policy which prohibits the company, its principals or employees from purchasing stock of its
client institutions.

The valuation will be updated as provided for in the conversion regulations and
guidelines. These updates will consider, among other things, any developments or changes in
the Cornpany s financial performance and condition, management policies, and current
conditions in the equity markets for thrift stocks. These updates may also consider changes in
other external factors which |mpact value including, but not limited to: various changes in the
legislative and regulatory envnronment the stock market and the market for thrift stocks, and
interest rates. Should any such new developments or changes be material, in our opinion, to
the valuation of the shares, eppropnate adjustments to the estimated pro forma market value
will be made. The reasons for any such adjustments will be explained in the update at the date
of the release of the update.

Discussion of Relevant Considerations

1. Financial Resuits ‘

Following the preparatlon of the Original Appraisal, the Company’s July 31, 2008
financial data became avallable in the amended prospectus. Table 1 presents summary
balance sheet and income statement data through July 31, 2008, as well as comparable data
for the period ending April 30, ‘2008 as set forth in the Original Appraisal.

Growth Trends

The Company’s total assets increased by approximately $20.5 million over the three
months ended July 31, 2008, which was funded by a $27.5 million increase in deposits. On the
asset side of the balance sheet, growth was realized in both the loan and investment portfolios
while a portion of the depaosit growth funded the repayment of borrowed funds which decreased
modestly (by $6.5 million). Equity increased slightly during the quarter as interim earnings more
than offset downward valuatio'? adjustments on the AFS portfolio.

Loan Receivable :

Loans receivable mcluswe of loans held for sale increased modestly over the quarter
ended July 31, 2008, to equal $335.7 million, equal to 82.41% of total assets. As discussed in
the Original Appralsal long term trends for the portfolio reflect an increasing proportion of
commercial mortgage and C&I loans, while the proportion of 1-4 family mortgage lcans and
home equity {oans has d:mlnlslhed

Cash, Investments and Mortgage-Backed Securities

The balance of cash Federal funds sold, investments and mortgage-backed
securities ("MBS") increased modestly over the quarter ended July 31, 2008, to equal $48.7
million, or 12.0% of total assets in aggregate. Moreover, the composutlon of the securities
portfolio is substantially the same as the composition which prevailed as of the prior quarter end
with the exception of the increase in overnight Federal funds sold.
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Balance Sheet Dala
Assets

Cash on hand and in other banks
Federal funds sold

" . |
Investment securities available for saIF

Mortgage-backed securities available for sale

Loans held for sale

Loans receivable, net

Servicing assets

Bank owned life insurance
Goodwill and intangible assets
Prepaid expenses and other assets
Deposits

Borrowed funds

Subordinated debentures

Equity

|
|
|
|
|

Summary Income_Statement
Interest income
Interest Expense
Net Interest Income
Provision for Loan Losses
Net Interest Income after Provisions

Other Operating Income
Operating Expense

Net Income Before Tax
Income Taxes

Net Income

Table 1
Campello Bancorp
Recent Financial Data

At April 30, 2008

At July 31, 2008

% of
Amount Assets
{$000) (%)

$366,778 100.00%

6,374 1.65%
3,506 0.91%
27,294 7.06%
241 0.068%

4,194 1.08%
322,559  83.40%

217 0.06%
2,335 0.60%
820 0.21%
1,134 0.28%

279,492  72.26%
77,403 20.01%
4,124 1.07%
23,394 6.05%

12 Months Ended
April 30, 2008

% of
Amount Assets
($000) (%)

$407,313 100.00%
8,143 2.00%
15,200 3.73%
25,090 6.16%

229 0.06%
1,677 0.41%
333995 82.00%
202 0.05%
2,356 0.58%
810 0.20%

1,333 0.33%
307,025  75.38%
70,889 17.40%
4,124 1.01%
23,250 571%

12 Months Ended
July 31, 2008

% of Avg.
Amount Assets
{$000} (%)

$22,848  595%
(12,697) -3.31%

% of Avg.
Amount Assets
($000) (%)

$22,645  579%
(12,236)  -3.13%

$10,151 2.84%

(1,045) -0.27%
$9,106 2.37%

53,168 0.83%
(11,478) -2.99%

$10,409 2.66%
(1,009 -0.26%

$9,400 2.40%

$3,079 0.79%
(11,837} -3.03%

$796  0.21%
(220)  -0.06%
£076  0458%

$642  0.16%
(204)  -0.05%
3438 Q11%

Source: Campello Bancorp's audited and unaudited financial statements and RP Financial calculations.
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Funding Structure

Deposit balances increased by $27.5 million over the three months ended July 31,
2008, to equal $307.0 million, or 75.4% of total assets. Borrowings diminished as FHLB
advances declined by $6.5 million while subordinated debt outstanding was unchanged.

Equity

l
Total equity decreased modestly (by $144,000) over the three months ended July 31,

2008 to equal $23.3 million, ‘or 5.72% of assets. At the same date, the Bank's capital ratios
were higher reflecting the |mp‘act of subordinated debt issued by the Company with substantially

all of the proceeds infused into the Bank as capital.
Asset Quality Trends

Non-performing assets increased from $10.9 million (2.83% of assets) at April 30,
2008 to $12.3 million (3.01%!of assets) at July 31, 2008. This increase is due primarily to an
increase in non-accrual loans from $7.5 million to $9.7 million, with the increase primarily
comprised of six singte—family| owner-occupied residential mortgages totaling $2.1 million. While
restructured loans decreased from $535,000 to $127,000 as a restructured loan was put on
non-accrual status, foreclosed real estate increased from $627,000 to $801,000. The ratio of
allowances to total loans equaled 1.42%, versus 1,41% as of April 30, 2008, while reserve
coverage in relation to non- performmg loans diminished to 42.08% versus 44.89% as of the
2008 fiscal year end.

As discussed in the Original Appraisal, in addition to the foregoing specific NPAs
which have been identified,| the Company's loan portfolio may be at risk of increasing
delinquencies, consistent wnth national trends. Specifically, the Company's asset base has
been increasingly compnsed of high risk-weight loans including commercial mortgage and C&l
loans. Moreover, while the constructlon loan portfolio has not been growing, it remains a
relatively large proportion of total loans and there is constant turnover in the portfolio given the
short-term nature of canstructlon lending. Of particular focus from a credit standpoint is the
limited seasoning in the commercnal loan portfolio. Specifically, the portfolio of commercial
mortgage and CA&l icans mcreased by approximately $60 million since the end of fiscal 2004
thereby more than doubling in size. The limited seasoning of the portfolio is important since
asset quality problems may not arise until after several years of seasoning andfor deterioration
in the economy stresses the portfolio.

income and Expense Trends

The Company's elarnings declined slightly based on updated financial data, as
operating expenses mcreased on a trailing twelve months basis and other components of the
income statement were re!attvely unchanged. Qverall, the Company reported net income equal
to 438,000 {(0.11% of average|assets) for the 12 months ended July 31, 2008, in comparison to
earnings of $576,000 (0.15% |of average assets) for the 12 months ended April 30, 2008, as
reflected in the Original Appraisal.

Net Interest Income
1

The Company’s net interest income increased slightly over the quarter, primarily
reflecting the positive impact of balance sheet growth. For the 12 months ended July 31, 2008,
the Company’s net interest income totaled $10.4 million (2.66% of average assets).
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Loan Loss Provisions

Provisions for Ioa'n losses remained substantiaily unchanged based on updated
financial data equaling $1.0 rnllllon equal to 0.26% of average assets for the 12 months ended
July 31, 2008. As dlscussed in the Original Appraisal, the continued level of provisioning is
attributable both to the | :ncreases in the portfolio of higher risk-weight assets and to the increase
in non-performing assets {* NPAs" ).

Other Operating Income

Other operating ir‘tcome for the most recent 12 months decreased slightly to $3.1
million, or 0.79% of average|assets. The bulk of the Company's fee income is comprised of
fees related to its depository activities, lending, and mortgage servicing. However, the
Company has also diversifi ed into non-traditional product lines (primarily insurance commission
income), which provides a modest amount of fee income. Additionally, non-interest income was
further enhanced by the purchase of BOLI, wherein the income from the increase in the cash
surrender value of the pol|0|es is reflected as non-interest income.

Operating Expenses

The Company’s o'peratlng expenses have increased in recent years due to asset
growth, emphasis in commermal lending, de novo branching, and revenue diversification
strategies. Consistent with this trend, the Company's operating expenses increased based on
updated financial data, For‘the 12 months ended July 31, 2008, the Company's operating
expenses equaled $11.8 mlllton or 3.03% of average assets, which is above the level of $11.5
million, or 2.99% of average assets reported for the 12 months ended April 30, 2008.

Operating expenses are expected to increase following the Conversion as a result of
the expense of the stock- retated benefit plans, the cost related fo cperating as a public company
and as a result of long-term plans to continue to expand commercial account relationships and
the related delivery systems. twlth regard to this latter factor, the Company plans to establish
additional business resource centers at an anticipated rate of one per year over the next three
to four years. The Company will also support the deposit growth strategy in the commercial
area by employmg alternative delivery and support systems such as remote deposit capture and
courier services which have also been a factor in the recent growth of the Company's operating
costs. Furthermore, the Company expects to continue to gradually build its commercial lending
staffing levels to take advantage of the expanded branch coverage. The Company will be
seeking to offset such costs over time through growth and increased efficiency.

Taxes

The Company's avtarage tax rate has been trending downward over the last several
fiscal years, reflecting the impact of various tax minimization strategies, which have primarily
included the investment in BOLI, and the holding of a substantial portion of the Bank's securities
portfolio in a first tier subsidiary of the Bank known as Campello Securities Corporation.
Contrary to recent trends, the Company s average tax rate equaled 31.8% for the twelve months
ended July 31, 2008, which was above the fiscal 2008 average tax rate of 27.6%.

Efficiency Ratio

The Company’s efflmency ratio increased modestly based on updated financial data
reflecting the reduction in core earnings and equaled 87.8% for the 12 months ended July 31,
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2008. On a post-offering baS|s the efficiency ratio is expected to show some improvement as
the net interest ratio increases with the reinvestment of proceeds, although the increased
operating expenses reflectlng the costs of expanding commercial account relationships (i.e.,
expense of opening busmess resource centers, staffing, etc.) as well as public company and
stock plans expenses may llmlt the improvement.

\
2. Peer Group Financial Comparisons

Tahbles 2 and 3 preseLnt the most recent updated financial characteristics and operating
results available for Company. the Peer Group and all publicly-traded savings institutions. The
ten financial institutions comprising the Peer Group in our Original Appraisal remain unchanged.

Financial Condition

In general, the cémparahve balance sheet ratios for the Company and the Peer
Group did not vary srgnlﬂcantly from the ratios examined in the Original Appraisal analysis {see
Table 2). Relative to the Peer Group, the Company's interest-earning asset composition
continued to reflect a sllghtiy higher level of loans (82.4% of assets for the Company versus
71.4% for the Peer Group on|average) and a lower level of cash, MBS and investments (12.0%
for the Company versus 23! 5% for the Peer Group). The Company’s funding composition
continued to reflect a greater proportion of deposits in comparison to the Peer Group based on
deposits/assets ratios of 795. 4% and 64.7%, respectively. Comparatively, borrowings accounted
for a more limited portion of the Company’s interest-bearing funding composition, as reflected
by borrowings-to-assets ratlos of 18.4% and 22.8% for the Company and the Peer Group,
respectively, including balances of subordinated debt which totaled 1.0% for the Company and
0.5% for the Peer Group.

The Company's net worth ratio of 5.7% of assels remained well below the Peer
Group’'s average net worth ratlo of 11.7%. The Company’s equity substantially consisted of
tangible equity as intangible assets were nominal at less than 0.2% of assets. Intangible assets
were comparatively greater for the Peer Group equal to 0.9% of assels, translating into a
tangible equity-to-assets ratlo of 10.8% on average for the Peer Group. The Company's pro
forma tangible capital posmon will increase with the addition of stock proceeds to levels more
closely approximating the Peer Group average, but may still fall short at the lower end of the
offering range. The mcreased equity is anticipated to enhance the earnings potentiat through
reinvestment of proceeds, Iower funding costs and potentially through profitable growth.
However, at the same time, the increased pro forma capital position is expected to result in a
decline in return on equity (ROE ), based on both reported and core earnings. Both the
Company's and the Peer Group s current regulatory capital ratios at the bank subsidiary level
reflect surpluses over regu!atory capital requirements; and on a post-offering basis the cushion
over capital requirements will be enhanced.

The growth rate sectlon of Table 2 shows annual growth rates for key balance sheet
items for the fifteen month period through July 31, 2008, for the Company and for the most
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The Company’s effncuency ratio (operating expenses as a percent of the sum of non-
interest operating income and net interest income) of 87.8% remains less favorable than the
Peer Group’s ratio of 80. 1% with the Company's higher ratio reflective of its weaker core
earnings level. On a post- offermg basis, the Company's efficiency ratio may improve marginally
over the short term while management expects more significant long-term improvement as the
proceeds and infrastructure investments are leveraged.

As noted above, Ioan loss provisions continued to have a more significant impact an
the Company's earnings in companson to the Peer Group, with loan loss provisions established
by the Company and the |Peer Group equaling 0.26% and 0.08% of average assets,
respectively. The Company’s loan loss provisions remain above the Peer Group average based
on updated financial data in|response to the Company's loan portfolic growth and continued
high ievels of NPAs.

The Company's average tax rate for the 12 months ended July 31, 2008, equaled
31.78%, which closely approxlmated the Peer Group average of 33.17%.

Credit Risk Exposure

The ratio of NPAs| & 90+ delinquencies-to-assets for the Company increased from
2.83% as of April 30, 2008, to 3.01% as of July 31, 2008, as shown in Table 4 reflecting
deterioration in credit quality for the Company. Importantly, the Company's NPAs & 90+
delinquencies-to-assets ratiol remained above the level reported by any of the Peer Group
companies on an individual basis (the highest ratio for the Peer Group was 1.79% of assets
reported by Central Bancorp) The higher ratio of NPAs reported by the Company was the
result of both a higher ratio of non-performing loans and REOD. The Company maintained a
lower level of loss reserves as a percent of non-performing loans (42.08% versus 149.21% for
the Peer Group. While NPAs are trending higher for both the Company and Peer Group, the
growth of the Company's NPAs has been more significant, particularly in view of the modest
reserve coverage. Addltlonally, the Company's credit risk profile has increased over the last
couple of years with the lncrease in NPAs and owing to the more active commercial mortgage
and C&l lending activity where there is limited seasoning on the more recent loan originations.

It should be noted that investors are placmg significant weight on credit quality in
their investment analyses of financial institutions in the current operating environment.
Accordingly, RP Financial has considered the Company's high NPAs both in the Ong:na!
Appraisal and this updated valuatlon The importance of credit quality in valuations in the
current market is evidenced by Central Bancorp which reported NPAs more than twice the Peer
Group average which is reflected in a P/B ratio which is materially discounted to the other Peer
Group institutions,
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3. Stock Market Conditions

1
Since the date of the Original Appraisal, the broader stock market has exhibited volatility
and, in general, has decllned Led by a decline in financial shares, the downward trend in
stocks prevailed through most of June. The Dow Jones Industrial Average ("DJIA™) hit a 2008
low in late-June, as stocks plunged following downgrades of brokerage and automotive stocks
and a jump in oil prices. Selling pressure in the broader market continued into the first half of
July 2008, as financial stocks led the downturn on worries about earnings and the economy.
For the first time in two yearsJ the DJIA closed beiow 11000 in mid-July as bank stocks led the
market lower following the takeover of IndyMac Bancorp by the FDIC. Led by a rally in financia!
stocks, stocks rebounded headlng into the second half of July. Better-than-expected earnings
by some of the major banks |and a drop in oil prices below a $130 a barrel were noteworthy
contributors to the rally. Led by a sell-off in financial shares, stocks tumbled in late-July on more
bad news about the housing market Stocks rallied at the end on July as investors moved into
beaten up financial stocks on hopes that the credit crisis was nearing an end. Lower oil pricas
and reassuring signals comlng out of the Federal Reserve meeting provided a boost to stock
values in early-August. Volatsllty in financial stocks prevailed on the broader stock market in
mid-August, as concerns about more write-downs plagued the financial sector. Mixed economic
data and ongoing concerns of the credit crunch continuing to haunt the financial sector provided
for a choppy performance in the broader stock market during the second half of August. On
August 29, 2008, the DJIA closed at 11543.55 or 2.5% lower since the date of the Original
Appraisat and the NASDAQ closed at 2367.52 or 1.6% lower since the date of the Original
Appraisal.

Thrift stocks generally experienced further deterioration since the date of the Original
Appraisal. Following a mild rebound in mid-June, thrift shares tumbled lower at the end of the
second quarter as financial shares were pummeled by downgrades by Wall Street analysts and
second quarter profit worrles The downturn in thrift stocks continued in early-July, with
projected second quarter !osses becoming more widespread among thrift stocks. Fannie Mae
and Freddie Mac dropped to their lowest levels in more than 14 years, as concerns grew about
their capital positions. Thrift stocks rebounded along with the broader financial sector at the end
of July, with the upward momentum sustained in early-August as investors responded favorably
to the outcome of the Federal Reserve meeting and its decision to hold the target rate steady.
Concerns of falling home pnces resulting in more write-downs pushed thrift stocks lower in mid-
August. The downturn in thnft stocks sharpened during the second half of August on spreading
credit quality problems in fmancnal stocks and growing concerns that Fannie Mae and Freddie
Mac would not be able to avo:d a government bailout. Thrift stocks rebounded in late August on
news that second quarter GDP growth was revised up from the initial estimate. On August 29,
2008, the SNL index for all pubtlcly-traded thrifts closed at 869.9, a decrease of 2.9% since
June 20, 2008.

The updated pricing measures for the Peer Group and all publicly-traded thrifts were
generally lower compared to the Original Appraisal. In general, the declines in the Peer Group’s
updated pricing measures were greater than the reduction in the SNL thrifi index, as the Peer
Group's P/B and P/TB ratios decllned by approximately 5%, in comparison to a decline of 2.9%
indicated by the index. The P/E multiple declined by a comparatively greater amount, in the
range of 17% to 23%. Since the date of the Original Appraisal, the stock prices of eight out of
the ten Peer Group companles were lower as of August 29, 2008. A comparative pricing
analysis of the Peer Group and all publicly-traded thrifts is shown in the following table, based
on market prices as of June 20, 2008 and August 28, 2008.

|
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Table 5
l Average Pricing Characteristics
At June 20, At Aug. 29, %

2008 2008 Change
Peer Group
Price/Earnings (x) ‘ 18.53x 15.46x {16.6)%
Price/Core Earnings (x) 22.05 16.99 (22.9)
Price/Book (%) 95.01% 90.66% (4.8)
Price/Tangible Book({%) 107.22 101.69 (5.2)
Price/Assets (%) 11.35 10.59 (6.7)
Mkt. Capitalization ($Mil) (1) $69.38 $66.94 (3.5)
All Publicly-Traded Thrifts(2)
Price/Eamings (x) 20.07x 17.48x (12.9)%
Price/Core Earnings (x} 20.70 19.13 (7.6)
Price/Book (%) 102.24% 85.81% (16.1}
Price/Tangible Book(%) 113.93 100.16 (12.1)
Price/Assets (%) 13.01 9.80 (24.7)
Mkt. Capitalization ($Mil) (1) $67.74 $62.58 (7.6)
Other
SNL Thrift Index 896.2 869.9 (2.9)

(1} Reflects median value.
(2) June 20, 2008 data included publiciy-traded MHCs, which have been excluded from the
August 29, 2008 data. \{

As set forth in the Original Appraisal, the “‘new issue” market is separate and distinct
from the market for seasoned issues like the Peer Group companies in that the pricing ratios for
converling issues are computed on a pro forma basis, specifically: (1) the numerator and
denominator are both impacted by the conversion offering amount, unlike existing stock issues
in which price change affects only the numerator; and (2) the pro forma pricing ratio
incorporates assumptions regardmg source and use of proceeds, effective tax rates, stock plan
purchases, etc. which impact pro forma financials, whereas pricing for existing issues are based
on reported financials. The distinction between the pricing of convemng and exisiing issues is
perhaps most evident in the 'case of the price/book ("P/B") ratio in that the P/B ratio of a
converting thrift will typically result in a discount to book value, whereas in the current market for
existing thrifts the P/B ratio often reflects a premium to book value. Therefore, it is appropriate
to also consider the market for new issues, both at the time of the conversion and in the
aftermarket.

The market for recent converStons has pulled back along with the thrift sector in general,
with a number of the recent offerlngs being undersubscribed and typsca[ly reflecting only modest
price appreciation or, in some cases trading below their IPO prices in initial after market trading
activity. No standard conversmns have been completed during the past three months. Home
Federal Bancorp of Louisiana, which was seeking to complete a second-step conversion,
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terminated its offering on August 14, 2008 as stock orders were not sufficient to reach the
minimum of the offering range

As shown in Table 8, the only conversion offering completed during the past three
months was a by Auburn Bancorp which completed a minority stock issuance through a mutual
holding company. Auburn Bancorps mutual holding company offering was closed at the
minimum of the valuation rapge raising gross proceeds of $2.3 million. Auburn Bancorp’s
mutual holding company offermg closed at a pro forma P/TB ratio of 61.5%. Based on closing
stock market prices as of August 29, 2008, Auburn Bancorp's stock price was 5.0% below its

{PO price.

Summary of Adjustments {

In the Original Appraisal, we made adjustments shown below to the Company's pro
forma value based upon our ‘comparative analysis to the Peer Group. This updated appraisal
incorporated updated financial information which was relatively consistent with the data relied
upon in the Criginal Appraisa!.! Thus, the financial condition and profitability, growth and viability
of earnings valuation parameters remain unchanged from the Original Appraisal. Moreover,
except for the *Marketing of the Issue” parameter, the factors concerning the remaining
valuation parameters did not change since the Original Appraisal.

Campello Bancorp
| Updated Valuation Adjustments
|

Parameters: Key Valuation Adjustment
Financial Condition Moderate Downward
Profitability, Growth and Viability of Earnings Moderate Downward
Asset Growth “ No Adjustment

Primary Market Area No Adjustment

Dividends Slight Downward
Liquidity of the Shares Slight Downward
Marketing of the Issue Significant Downward
Management i No Adjustment

Effect of Govt. Regulations and Regulatory Reform No Adjustment

The general market for thrift stocks deteriorated further since the date of the Original
Appraisal, as indicated by the decrease recorded in the SNL Index for all publicly-traded thrifts.
The updated pricing measures for the Peer Group and all publrcly-traded thrifts were lower as
well compared 1o the Original Appralsal Recent thrift offerings have in general encountered a
more difficult selling enwronmenl with a number of cfferings having to be extended beyond the
subscription period to be completed in some cases, offerings have not been successfully
completed due to orders falllng well short of the minimum of their offering ranges. The most
recent completed conversion [offering was by Auburn Bancorp which was completed at the
minimum of the offering range. These conditions, coupled with investor's inlensified focus on
asset quality and the mcrease in the Company's NPAs relative to the Peer Group may likely
make the marketing of the issue more difficult, Accordingly, we have revised the marketing of
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the issue valuation parameter from a “moderate downward™ adjustment to a “significant
downward” adjustment,

Valuation Approaches

In applying the accepted valuation methodology promulgated by the regulatory agencies,
i.e., the pro forma market value approach, we considered the three key pricing ratios in valuing
the Company’s to-be-issued stock -- price/earnings ("P/E"), price/book {*P/B"), and price/assets
("P/A") approaches -- all performed on a pro forma basis including the effects of the conversion
proceeds. In computing the pro forma impact of the offering and the related pricing ratios, the
valuation parameters utilized in the Original Appraisal did not change.

Consistent with the Onginat Appraisal, this updated appraisal continues to be based
primarily on fundamental analysrs techniques applied to the Peer Group, including the P/E
approach, the P/B approach and the P/A approach. Also consistent with the Original Appraisal,
this updated appraisal tncorporates a “technical® analysis of recently completed offerings,
including prlnc:|pally the P/B approach which {as discussed in the Qriginal Appraisal) is the most
meaningful pricing ratio as the pro forma P/E ratios reflect an assumed reinvestment rate and

do not yet reflect the actual use of proceeds.

|
The Company will adopt Statement of Position ("SOP” 93-6) which will cause earnings

per share computations to be based on shares issued and outstanding excluding shares owned
by an ESOP where there is| not a commitment to release such shares, For the purpose of
preparing the pro forma pncrng tables and exhibits, we have reflected all shares issued in the
offering including shares purchased by the ESOP as outstanding to capture the full dilutive
impact of such stock to the Companys shareholders. However, we have considered the impact
of the Company's adoption of SOP 93-6 in the determination of pro forma market value,

Based on the foregoing, we have concluded that a decrease in the Company’s value is
appropriate. Accordingly, RI? Financial concluded that as of August 28, 2008, the pro forma
market value of the Companyl's conversion offering, taking into account the dilutive impact of the
stock contribution to the Foundation, was $20,850,000 at the midpoint, inclusive of 95,000
shares issued to the Foundatton for a value of $950,000 based on a per share value of $1O 00
at issuance. The offering amount at the midpoint is equivalent to $20,000,000 or 2,000,000
shares at $10.00 per share. \ The following sections describe the application of the valuation
methodology. The updated valuation reflects a 14.9% reduction relative to the valuation
conclusion set forth in the Ortglnal Appraisal.

In arriving at the updated valuation conclusion, we considered a number of factors
including the reduction in the Peer Group's average pricing ratios which was 4.6% on reported
book value basis and 5.2% on a tangible book value basis, and which ranged from 16.6% to
22.9% based on reported and core earnings, respectively. As noted above, we also considered
the increase in the Companyjs NPAs particularly as it impacts the marketing of the issue in an
environment where asset quality is a significant focus for many investors. Taking all these
factors into account, we concluded that the decrease in the Company’s estimated pro market
value is appropriate.

P/E_Approach. The apptrcatlon of the P/E valuation method requires calculating the
Company's pro forma market value by applying a valuation P/E multiple to the pro forma
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earnings base. In applylng\thls technlque we considered both reported earnings and a
recurring earnings base, that is, earnings adjusted to exclude any one-time non-operating items,
plus the estimated after-tax earnlngs benefit of the reinvestment of the net proceeds. The
Company's reported earnrngs and core earnings both equaled $438,000 for the 12 months
ended July 31, 2008. The ﬂeer Group's reported earnings were only modestly impacted by
non-operating items which were excluded on a tax effected basis for purposes of developing the

Price-to-Core earnings multrple

Based on the Company s reported and estimated core earnings, and incorporating the
impact of the pro forma assumptlons discussed previously, the Company's pro forma reported
and core P/E multiples at the $20.95 million midpoint value equaled 67.14 times which reflects a
334.3% premium to the Peer! Group average P/E multipie of 15.46 times, versus a 208.7%
premium in the Original Appraisal. On a core earnings basis, the P/Core multiple at the
midpoint valuation equaled 67.14 times which was at a 285.2% premium to the Peer Group's
average core earnings multiple of 16.99 times, versus a 159.4% premium to the Peer Group’s

average core garnings multlpfa at the midpeint valuation conclusion in the Original Appraisal.
P/B Approach. P/B ratios have generally served as a ufseful benchmark in the valuation

of thrift stocks, with the greater determinant of long term value being earnings. In applying the
P/B approach, we considered both reported book value and tangible book value. Based on the
$20.95 million updated mldporrlrt value, the Company's P/B and P/TB ratios equaled 53.01% and
54.12%, respectively. In comparison to the average P/B and P/TB ratios indicated for the Peer
Group of 90.66% and 101 69% respectively, the Company’s updated ratios were discounted by
41.5% and 46.8% (versus dlscounts of 39.4% and 46.2% from the average Peer Group's P/B
and P/TB ratios as indicated |n the Criginal Appraisal). Thus, the P/B and P/TB discounts were
similar refiecting the reduction|in the average pricing ratios of the Peer Group since the date of
the Original Appraisal.

At the top of the super range, the Company's P/B and P/TB ratios equaled 61.27% and
62.39%, respectively. In comparlson to the Peer Group's median P/B and P/TB ratios, the
Company’s P/B and P/TB ratlos at the top of the super range reflected discounts of 32.4% and
38.6%, respectively, versus dllscounts of 30.7% and 37.6%, respectively, relative to the Peer
Group average in the Original Appraisal.

P/A Approach. The P/A valuation methodology determines market value by applying a
valuation P/A ratio to the Company s pro forma asset base, conservatively assuming no deposit
withdrawals are made to fund stock purchases. n all fikelihood there will be deposit
withdrawals, which results in understatrng the pro forma P/A ratic computed herein. At the
updated midpoint value, the Cornpany s pro forma P/A ratio equaled 4.95%. Comparatively, the
Peer Group companies exhibited an average P/A ratio of 10.59%, which implies a discount of
53.3% has been applied to the'Company s pro forma P/A ratio. Comparatively, the P/A discount
relative to the Peer Group average was 46.6% at the midpoint of the range in the Original
Appraisal.
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Other Considerations

As discussed previously both in this valuation update and the Original Appraisal, the new
issue market is separate and distinct from the market for seasoned thrift stocks in that the
pricing ratios for converting |ssues are computed on a pro forma basis. Typically, conversion
values are discounted relative to pro forma book value and, in vitually all conversion
transactions, P/B and P/TB rétios are significantly discounted versus the peer groups. These
valuation drscounts do not rndlcate that converting institutions are being undervalued. Rather,
the reasons for the valuatlon discounts include: (1) the nature of the pro forma pricing
calculations, where the proceeds of the offering are included in capital, results in P/B and P/TB
ratios less than 100% regardless of where the peer group companies are trading; (2) the
conversion appralsal gurdellnes require consideration of all approaches (book value, earnings
and assets} and in many conversmn offerings discounted P/B ratios are offset by P/E ratios that
signifi cantly exceed the peer groups; and, (3) investors tend to value newly converted
companies at a discount versus seasoned companies (included in the peer groups) because the
converting company typically operates at a below market ROE until such time as the proceeds
of the offering can be fully deployed and leveraged. These dynamics are supported by actual
conversion data (see Exhibit 4) which shows that the last 10 conversions were valued at an
average and median discount of 37.8% based on P/TB ratios yet their trading prices increased
by and average and median of just 8.3% and 5.9%, respectively, in the first week of trading. In
assessing the P/TB drscounts for the Company's updated valuation {(40.7% at the
supermaximum and 48.5% at the midpoint), we considered these discounts were not at great
variance from the data shown ‘rn Exhibit 4. Moreover, we considered the valuation premiums for
the Company that result under the P/E approach in the valuation conclusions and took into
account the significantly hngher jevels of NPAs exhibited by the Company versus the Peer
Group, alt of which suggest that the valuation discounts under the P/B and P/TB approaches are
appropriate.

Valuation Conclusion |

Based on the foregoiné;, it is our opinion that, as of August 29, 2008, the aggregate pro
forma market value of the Company's common stock, including the shares sold in the offering
and the shares contributed to the Foundation immediately following the offering, is $20,950,000,
equal to 2,095,000 shares lSoUEd at a per share value of $10.00. The pro forma valuation
calculatrons relative to the Peer Group are shown in Table 7 and are detailed in Exhibil 2 and
Exhibit 3. Details with respectjto the valuation range are sef forth on the foltowing page.
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Valuation Ranae

Shares
Minimum
Midpoint
Maximum
Supermaximum

Value

Minimum
Midpoint
Maximum
Supermaximum

& O P EH

Offering
Amount

1,700,000
2,000,000
2,300,000
2,645,000

17,000,000
20,000,000
23,000,000
26,450,000

Foundation Total
Shares issued

80,750 1,780,750
95,000 2,095,000
108,250 2,409,250
125,638 2,770,638
$ 807,500 $ 17,807,500
$ 950,000 $ 20,950,000
$ 1,002,500 $ 24,082,500
$ 1,256,380 $ 27,708,380

Respectfully submitted,

RP® FINANCIAL, LC.

William E. Pommerening

Managing Director

{\ .
1.3

e,

James P. Hennessey

Director
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Exhibit

Number

1

2

LIST OF EXHIBITS

Description
|
Stock Prices: As of August 29, 2008

Pro Forma Analysis Sheet

Pro Forma Effelct of Conversion Proceeds

Comparative Analysis: Peer Group Pricing, Closing Values and After-Market
Trading

Firm Qualifications Statement
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EXHIBIT 2

Pro Forma Analysis Sheet
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Massachusetts Companies

Exhibit 2
PRO FORMA ANALYSIS SHEET
Campelio Bancorp
Prices as of August 2§, 2008
Paer Grou
Price Mul Symbot Sublect (1) Mean Median Mean
Price-eamings ratio {x) P/E \ 67.14 x 15.46x 14.85x 21.32x
Price-core earnings ratio (x) P/Core | 6714 x 18.99x 16.09x 23.72x
Price-book ratia (%) = P/B 53.01% 80.86% 92.78% $6.20%
Price-tangible book ratto (%) = PITB 54.12% 101.69% 105.13% 108.52%
Price-assets ratio (%} = P/A 4.85% 10.59% 9.3 14.13%
Valuation Pafameters
Pra-Canversion Earnings () $438,000 ESOP Stock Purchases (E) 8.00%
Pre-Conversion Eamings (CY) $438,000 Cost of ESOF Borrowings (S) 0.00%
Pre-Canversion Book Value {B) $23,250,000 ESOP Amortization (T) 20.00
Pre-Conv, Tang, Book Val. (TB) $22.440,000 SIP Amount (M) 4.00%
Pre-Conversion Assets (A) $407,313,000 SIP Vesting (N) 5.00
Refnvestmant Rate {2)(R) 1.85% Foundation {F} 4.77%
Est. Conversion Expenses (3)(X) 1.51% Tax Benefit (Z) 410,000
Tax Rate (TAX) 41.00% Percentage Sold (PCT) 100.00%
Option {O1) 10.00%
Estimated Option Value (02} 40.10%
Opticn vasting (O3) 5.00
Option pct taxable (O4) 25.00%
Calgulation of Pro Forma Value After Conversion
1. s PIE* (V) va
1 -PE*PCT * ({1-X-E-M-FY"R*{1-TAX) - {(1-TAX)"E/T - (1-TAXY*"M/N) - { 1-(TAX"O4)}*(01"02)/02)
2. V= PiCore * (Y) V=
1 - Pleore * PCT * ({1-X-E-M-FY*R*{1-TAX) - {1-TAX)'ET - (1-TAXJ*M/N) - (1-(TAX* Q401 02)03)
3. V= PB * (B+2) V=
1-PB*PCT * (1-X-E-M-F)
4 V= PITB * (TB+Z) V=
1-PTB " PCT * ({-X-E-M-F)
5 V= PIA * (A+Z) Vs
1-PiA* PCT * (1-X-E-M-F})
Sharas
Shares Issued Price Per  Gross Offering  Issued To
Conclusion Te l_l]g‘ Public Share Proceeds Eoundation
Supermaximum ?,645,000 1000 $ 26450000 125838
Maxirmum ?.300.000 10.00 23,000,000 109,250
Midpoint 2,000,000 10.00 20,000,000 85,000
Minfrmum 1,700,000 10.00 17,000,000 80,750

{1) Pricing ratios shown reflect the midpoint value.

{2} Nel retumn reflects a reinvestment rate of 1.85 percent, and a tax rate of 41.00%.

(3) Offering expenses shown at estimated midpoint value.

(4) No cost is applicable since holding company wilt fund the ESOP loan.

(5) ESOP and RRP amortize over 20 years and 5 years, respt:eclively: amonijzation expenses lax effected at 41.00 percent.

(6) 10 percent option plan with an estimated Black-Scholes valluaﬁon of 41.00 percent of the exercise price, including a
5 year vesting with 25 percent of the options {(granted to directors) tax effected at 41.00 percent,

Median
18.60x
21.05x

06.10%

106.48%

13.33%

(5)
4
years

years (5)

G
©
(6)
(6)

$20,950,000

$20,950,000

$20,850,000

$20,950.000

$20,650,000

Total Shares
Issued
2,770,838
2,409,250
2,095,000
1,780,750

Al Pubficly-Traded
Mean Median
17.48x 14,90x
19.13x 16.66x
85.81% 82.23%
100.16% 81.13%
9.80% 8.06%
Aggregate
Market Value
of Shares Issued
5 27,706,380
24,092,500
20,950,000
17,807,500
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EXHIBIT 3

Forma Effect of Conversion Proceeds
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Exhibit 3

PRO FORMA EFFECT OF CONVERSION PROCEEDS

1. Pro Forma Market Capitalization
Less: Foundation Shares

2. Offering Proceeds

Less: Estimated Offering Expenses
Net Conversion Proceeds

Campello Bancomp
At the Minimum

3. Estimated Additional Income from Conversion Proceeds

Net Conversion Proceeds

Less: Cash Contribution to Foundation

Less: Non-Cash Stock Purchases (1)
Net Proceeds Reinvested

Estimated net incrementat rate of retum

Reinvestment Income

Less: Estimated cost of ESOP borrovlnngs (2)
Less: Amortization of ESOP borrovwngs (3)

Less: Amortization of Options (4)
Less: Recognition Plan Vesting (5)
Net Eamings Impact

4. Pro Forma Eamings

12 Months ended Juty 31, 2008 (reportrld)

12 Months ended July 31, 2008 {core)

5, Pro Forma Net Worth
July 31, 2008
July 31, 2008 (Tangible)
6. Pro Forma Assets

July 31, 2008

Before
Conversion
\

$438,000
$438,000

Before Net Cash

Conversion Proceeds
$23,250,000 $13,274,846
$22,440,000 $13,274,846

| Before Net Cash

Conversion Proceeds
$407,313,000 $13,274,846

Net
Earnings
Increase

($108,360)
($109,360)

Tax Benefit
Of Contribution

$348,500
$348,500

Tax Benefit
Of Contribution

$348,500

$17,807,500
807,500

$17,000,000

1,545,754
$15,454,246

$15,454,246

42,500

2,136,900

$13,274,848
1.00%

$144,895

0

42,026

128,177

84,051
(5109,360)

After
Conversion

$328,640
$328,640

After
Conversion

$36,873,346
$36,063,346

After
Conversion

$420,836,346

(1) Includes ESOP and RRP stock purchases equal to 8.0 and 4.0 percent of the pro forma shares outstanding.

(2) ESOP stock purchases are internally fi nanced by a loan from the holding company.

(3) ESOP borrowings are amortized over 20 years, amortization expense is tax-effected at a 41.00 percent rate.
{4) Option valuation based on Black- Scholes model, 5 year vesting, and assumes 25 percent is taxable.
(5) RRP is amortized over 5 years, and amortization expense is tax effected at 41.00 percent.
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Exhibit 3

PRO FORMA EFFECT OF CONVERSION PROCEEDS

Campelio Bancorp

At the Midpoint
. Pro Forma Market Capitalization $20,950,000
Less: Foundation Shares 950,000
Offering Proceeds $20,000,000
Less: Estimated Offering Expenses 1,573,240
Net Conversion Proceeds $18,426,760
. Estimated Additional Income from Conversion Proceeds
Net Conversion Proceeds $18,426,780
Less: Cash Contribution to Foundation 50,000
Less: Non-Cash Stock Purchases (1) 2.514,00
Net Proceeds Reinvested $15,862,760
Estimated net incremental rate of retumn 1.09%
Reinvestment Income $173,142
Less: Estimated cost of ESOP borrowmgs (2} 0
Less: Amortization of ESOP borrowmgs (3 40,442
Less: Amortization of Options (4) | 150,787
Less: Recognition Plan Vesting (5) 98,884
Net Eamings Impact ($125,981)
|
Net
Before Eamings After
. Pro Forma Eamings Conversion Increase Conversion
12 Months ended July 31, 2008 (reported) $428,000 ($125,981) $312,019
12 Months ended July 31, 2008 (core} $438,000 ($125,981) $312,018
Before Net Cash Tax Benefit After
. Pro Forma Net Worth Conversion Proceeds Of Contribution Conversion
Juty 31, 2008 $23,250,000 $156,662,760 $410,000 $39,522,760
July 31, 2008 (Tangible) $22,440,000 $15,862,760 $410,000 $38,712,760
Before Net Cash Tax Benefit After
. Pro Forma Assets Conversion Proceeds Of Contribution Conversion
|
|
July 31, 2008 $407,313,000 $15,862,760 $410,000 $423,585,760

{1) Includes ESOP and RRP stock purchases equal to 8.0 and 4.0 percent of the pro forma shares outstanding.
(2) ESOP stock purchases are intemally ﬂnanced by a loan from the hoiding company.

(3) ESOP borrowings are amortized over 20 years, amortization expense is tax-effected at a 41.00 percent rate.
(4) Option valuation based on Black-Schole's model, 5 year vesting, and assumes 25 percent is taxable.

(5) RRP is amortized over 5 years, and amérhzatlon expense is tax effected at 41.00 percent.
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| Exhibit 3
PRO FORMA EFFECT OF CONVERSION PROCEEDS

1. Pro Forma Market Capitalization
Less: Foundation Shares

2. Offering Proceeds
Less: Estimated Offering Expenses
Net Conversion Proceeds

3. Estimated Additional Income from Conversicn Proceeds

Net Conversion Proceeds
Less: Cash Contribution to Foundation
Less: Non-Cash Stock Purchases {1}
Net Proceeds Reinvested
Estimated net incremental rate of retum
Reinvestment Income |
Less; Estimated cost of ESOP borrowings (2)
Less: Amortization of ESOP borrowin'gs {3)
Less: Amortization of Options {4) |
Less: Recognition Plan Vesting (5) l
Net Eamnings Impact '

Campelio Bancorp
At the Maximum Value

Before
4. Pro Forma Eamnings Conversion
12 Months ended July 31, 2008 {reported) $438,000
12 Months ended July 31, 2008 (core) $4238,000
Before Net Cash
5. Pro Forma Net Worth Conversion Proceeds
July 31, 2008 $23,250,000 $18,450674
July 31, 2008 (Tangible) $22,440,000 $18,450,674
Before Net Cash
6. Pro Forma Assets Conversion Proceeds
July 31, 2008 $407 313,000 $18,450,674

$24,092,500
1,092,500
$23,000,000
1,600,726
$21,399,274
$21,399,274
57,500
2,891.100
$18,450,674
1.09%
$201,389
0
56,858
173417
113,717
($142,602)
Net
Eamings After
Increase Conversion
($142,602) $295,398
($142,602) $295,308
Tax Benefit After
Of Contribution Conversion
$471,500 $42,172,174
$471,500 $41,362,174
Tax Benefit After
Of Contribution Conversion
$471,500 $426,235174

(1} Includes ESOP and RRP stock purchases equal to 8.0 and 4.0 percent of the pro forma shares outstanding.

(2) ESOP stock purchases are intemnally ﬁn:anced by a loan from the holding company.

(3) ESOP borrowings are amortized over 20 years, amortization expense is tax-effected at a 41.00 percent rate.

{4) Option valuation based on Black-Scholes model, 5 year vesting, and assumes 25 percent is taxable.

{5) RRP is amortized over 5 years, and amortization expense is tax effected at 41.00 percent.
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Exhibit 3
PRO FORMA EFFECT OF CONVERSION PROCEEDS
Campellc Bancorp
At the Supermaximum Value
. Pro Forma Market Capitalization $27.7086,380
Less: Foundation Shares ‘ 1,256,380
Offering Proceeds $26,450,000
Less: Estimated Offering Expenses 1,632,335
Net Conversion Proceeds $24,817.665
. Estimated Additional Income from Conversion Proceeds
Net Conversion Proceeds $24 817,665
Less: Cash Contribution to Foundation 86,125
Less: Non-Cash Stock Purchases {1) 3,324,768
Net Proceeds Reinvested 321,426,774
Estimated net incremental rate of retum 1.09%
Reinvestment Income | $233,873
Less: Estimated cost of ESOP borrowmgs (2) 0
Less: Amortization of ESOP borramngs (3) 65,387
Less: Amortization of Options (4) 109,429
Less: Recognition Plan Vesting (5) 130,774
Net Eamings Impact ($161,717)
Net
Before Eamnings After
. Pro Forma Earnings Conversion Increase Conversion
12 Months ended July 31, 2008 (reported) $438,000 (3161,717) $276,283
12 Months ended July 31, 2008 (core} $438,000 ($161,717) $276,283
Before Net Cash Tax Benefit After
. Pro Forma Net Worth Conversion Proceeds Of Contribution Conversion
July 31, 2008 $23,250,000 $21,426,774 $542 225 $45,218,099
July 31, 2008 (Tangibie) $22,440,000 $21,426,774 $542,225 $44 408,099
Before Net Cash Tax Benefit After
. Pro Forma Assets Conversion Proceeds Of Contribution Conversion
|
July 31, 2008 $407,313,000 $21,426,774 $542,225 $429,281,999

{1) Includes ESOP and RRP stock purchases equal to 8.0 and 4.0 percent of the pro forma shares cutstanding.
(2) ESOP stock purchases are intemally fi nanced by a loan from the holding company.

{3) ESOP borrowings are amortized over 20 years, amorlization expense is tax-effected at a 41.00 percent rate.
(4) Option valuation based on Black-Scholes model, § year vesting, and assumes 25 percent is taxable.

(5) RRP is amortized over 5 years, and amortization expense is tax effected at 41.00 percent.
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Comparative Analysis:

EXHIBIT 4

Peer Group Pricing, Closing Values and After-Market Trading
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EXHIBIT 5

Firm Qualifications Statement




RP® FINANCIAL, LC.

Celebrating 20 Years of Financial Advisory Services

FIRM QUALIFICATION STATEMENT

RP® Financial provides financial and management consulting, merger advisory and valuation services to the financial
services industry nationwide. We offer a broad array of services, high quality and prompt service, hands-on involvement
by principals and senior staff, careful struct‘uring of strategic initiatives and sophisticated valuation and other analyses
consistent with industry practices and regulatory requirements. Our staff maintains extensive background in financial and
management consulting, valuation and lnveslment bankmg Qur clients include commercial banks, thrifts, credit unions,

mortgage companies and other financial servnpes companies.

STRA TEGIC PLANNING SERVICES

RP® Financial’s strategic planning services are designed to provide effective feasible plans with quantifiable results. We
analyze strategic options to enhance shareho[der value, achieve regulatory approval or realize other objectives. Such
services involve conducting situation analyses establishing mission/vision statements, strateglc goals and objectives; and
identifying strategies to enhance franchise and/or market value, capilal management, earnings enhancement, operational
matters and organizational issues, Strategicl recommendations typically focus on: capital formation and management,
asset/liability targets, profitability, return on equity and stock pricing. Our proprietary financial simolation models provide

the basis for evaluating the impact of various ‘strategies and assessing their feasibility and compatibility with regulations.

MERGER ADVISORY SERVICES

|

RP® Financial’s merger advisory services include targeting potential buyers and sellers, assessing acquisition merit,
conducting due diligence, negotiating and structurmg merger transactions, preparing merger business plans and financial
simutations, rendering fairness opinions, preparmg mark-to-market analyses and supporting the implementation of post-
acquisition strategies. Through financial simulations, comprehensive data bases, valuation proficiency and regulatory
familiarity, RP® Financial’s merger advisory services center on enhancing shareholder returns.

i‘ VALUATION SERVICES

RP® Financial’s extensive valuation practice 1ncludes bank and thrift mergers, thrift mutual-to-stock conversions, insurance
company demutualizations, ESOPs, subsndlary companies, purchase accounting and other purposes. We are highly
experienced in performing appraisals which conform to regulatory guidelines and appraisal standards. RP® Financial is the
nation’s leading valuation firm for thrifi mutual-to-stock conversions, with appraised values ranging up to $4 billion.

OTHER CONSULTING SERVICES

RP* Financial offers other consulting services including branching and diversification strategies, feasibility studies and
special research. We assist banks/thrifts in lpreparing CRA plans and evaluvating wealth management activities on a de
novo or merger basis. Our other consulling services are aided by proprietary valuation and financial simulation models.

KEY PERSONNEL (Years of Relevant Experience & Contact Information)
(703) 647-6543

Ronald S. Riggins, Managing Director (27:) rriggins@rpfinancial.com

William E. Pommerening, Managing Director (24)  (703) 647-6546 wpommerening@rpfinancial.com
Gregory E, Dunn, Director (25) (703) 647-6548 gdunn@rpfinancial.com

James P, Hennessey, Director (22) (703) 647-6544 jhennessey@rpfinancial.com
James J. Oren, Director (21) (703} 647-6549 joren@rpfinancial.com

Timothy M. Biddle, Senior Vice President|(18) (703) 647-6552 thiddle@rpfinancial.com

Washington Headquarters

Rosslyn Center Telephone: (703) 528-1700
1700 North Moore Street, Suite 2210 Fax No.: (703) 528-1788
Arlington, VA 22209 Toll-Free No.: (866) 723-0594
www. rpfinancial.com E-Mail: mail@rpfinancial.com
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